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TO OUR SHAREHOLDERS: 


Once again it is a pleasure to review the develop¬ 
ments of another successful year for Kellogg’s. 

Net sales for 1961 totaling $272,544,968 on a con¬ 
solidated basis were 6% higher than they were in 
1960. Our consolidated net earnings increased 4% 
above the 1960 level to a total of $22,287,039. After 
deducting Preferred Dividends, net earnings per share 
of Common Stock outstanding came to $2.45, com¬ 
pared to $2.37 per share in 1960. 

A total of $12,436,994, representing an increase 
of $903,310 over 1960, was paid out in dividends 
on Kellogg Common and Preferred Stock during 1961. 
In addition to the regular quarterly dividend of 25c, 
the Board of Directors declared a year-end extra div¬ 
idend of 35c which brought the total dividends per 
share of Common Stock up to $1.35, compared to 
$1.25 in 1960. This is the fifth consecutive year that 
the dividend amount per share of Common Stock has 
been increased by the Board. 

During the past five years, a total of $51,729,128 
in dividends, or 52% of net earnings, has been paid 
to our shareholders. During the same period, we re¬ 
invested $58,334,494 in new plants and equipment. 
It is our intention to continue to recommend to the 
Board that approximately half of net earnings be paid 
out in dividends, using the balance for the expansion 
of our business and increased working capital. 

Several changes have been made in the scope of 
management responsibilities since the publishing of 
our previous Annual Report. On March 27, 1961, in 
recognition of their outstanding service to our Com¬ 
pany, M. M. Raymer and R. S. Poole were elected by 
the Board of Directors to new offices as Senior Vice 
Presidents. At the same meeting, E. O. Orchard be¬ 
came Vice President in charge of Administration, and 
S. R. Sandberg, our Treasurer, was elected Vice Pres¬ 
ident. Both Mr. Sandberg and Mr. Orchard have an 
excellent knowledge of the financial and administra¬ 
tive affairs of our Company. On December 18, 1961, 
S. B. Angood, who has been Comptroller of the 
Company since 1948, was also advanced to the 
office of Senior Vice President. W. T. Redmond, 



Assistant Comptroller, was elected to succeed him 
as Comptroller. 

With regard to the expansion of our facilities, our 
sales and production teams in South America made 
considerable headway with their projects during the 
year. Our new plant in Maracay, Venezuela, started 
into operation in November. The first of our South 
American units, which you will recall was established 
in Medellin, Colombia, during 1960, is operating ac¬ 
cording to schedule. In the near future, our Brazilian 
plant, in Sao Paulo, will be ready to begin production. 
In recent years, the nations and republics south of the 
United States have made good progress in the field 
of commerce. Much more expansion can be antici¬ 
pated in the markets of the southern hemisphere and 
our Company will continue its efforts to win more 
consumer acceptance in those areas. 

In Europe, we are pleased to report that the expan¬ 
sion of our product line is meeting with increased 
acceptance. To serve more markets in Western 
Europe, we acquired 56% of the capital stock of Reis- 
und Handels-A.G., a German firm well known on the 
Continent for its processed rice and other grain prod¬ 
ucts. Stock in this concern was purchased during 1961 
with cash from our reserve funds. Reis-und Handels- 
A.G. will soon be marketing our products in Germany 
and, eventually, it is expected that they will produce 
our products under the direction of Kellogg Company 
of Great Britain. 

The growth of the European Common Market will 
affect the distribution pattern of many products in this 
area. We should be in position to take advantage of 
this development by virtue of the acquisition of a 
56% ownership in an established German business 
and the method by which branch installations in 
Europe are operated under the jurisdiction of our 
Company in Great Britain. 

As you know, we are endeavoring to increase the 
number of products offered to consumers in markets 
outside the United States. In 1961, we launched the 
production of Kellogg’s All-Stars, Wheat Flakes and 
Handi-Pak in Great Britain. All-Stars was also intro¬ 
duced in Canada and Sugar Smacks was added to our 
line in Australia. Ricicles and Handi-Pak are now 
being sold to our customers in South Africa. Here in 
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the United States, Kellogg’s Bran Buds was intro¬ 
duced in response to demand for a new bran product. 
This modern, natural laxative cereal has met with 
widespread consumer acceptance and continues to in¬ 
crease in sales. 

The development and improvement of new and 
existing products is a very important part of our 
continuing program and we are pleased to report that 
we have increased the staff of our research and ex¬ 
perimental departments during the past year. 

Our Company is one of the charter members of the 
Nutrition Foundation, which was established in 1941 
by a group of food processors and representatives 
from related industries. Its purpose is to provide con¬ 
sumers with useful information about food nutrients 
and their dietary effect. Publication of the latest find¬ 
ings in this vital field will ultimately benefit the people 
of the entire world. We know you will share our pride 
in this public service effort. 

Our new international technical center, announced 
in November, is the principal part of a major expan¬ 
sion program at Battle Creek. When this building is 
completed in the early part of 1963, our applied re¬ 
search, development and engineering departments will 
be consolidated under one roof. Adjoining this build¬ 
ing will be a new office unit designed to serve as 
administrative headquarters for our world-wide organ¬ 
ization. The present office building, which was built 
in 1908, will be converted into offices for plant man¬ 
agement. Still another four-story addition to the Battle 
Creek plant will be constructed in the courtyard be¬ 
tween our present offices. 

Other plant additions for our facilities in Canada, 
Great Britain, Australia and the United States, com¬ 
pleted during 1961, are worthy of mention. A four- 
story addition was constructed in Canada to permit 
the processing of several new cereals. Partly as a re¬ 
sult of the need for this additional floor space, our 
Canadian administrative offices were relocated in new 
quarters adjoining the plant. The existing plant in 
Sydney, Australia, was also augmented by a new four- 
story section. At Battle Creek, we erected 16 large 
steel bulk storage units which represent the first phase 
of our building project designed to improve our raw 
material handling system. Our corn mill building was 


removed to make room for additional facilities for the 
production of our Gro-Pup products. In Memphis, 
we installed new equipment for the processing of 
Cocoa Krispies and, in San Leandro, for Sugar 
Frosted Flakes. Approximately $14 million was spent 
during 1961 for these and other expansion projects. 

In general, demand for ready-to-eat cereals con¬ 
tinued strong during 1961 and the industry anticipates 
a good year in 1962. Here in the United States, it is 
estimated that, by 1975, our population will be con¬ 
siderably greater than it is now. According to other 
population projections, the greatest increases will oc¬ 
cur in those segments of the population involving 
children under ten, teenagers, and adults over 64. Fa¬ 
vorable domestic sales trends resulting from the ac¬ 
ceptance of consumers now in those age brackets, 
coupled with comparable increases in other countries, 
encourage us to continue with the expansion of pro¬ 
duction facilities which will be needed to meet future 
marketing requirements. 

Since our earnings come from sales, it is our duty 
to provide the public with the best possible products 
at the best possible prices so that greater quantities 
will be purchased by more people more frequently. 
This, and this alone, will keep our Company vigorous 
and healthy in the years to come. 

Providing consumers with the products they want, 
at the lowest possible unit costs, is what permits a 
company to provide lasting employment opportuni¬ 
ties. Increasing sales year after year is the only way 
to make more jobs possible. 

In striving to win increased consumer acceptance 
for our products wherever we can, we are dedicated 
to the task of expanding our organization and our 
facilities to meet the future requirements of our busi¬ 
ness. Thanks to the many loyal and well-qualified 
people within our organization, we face the challenges 
of the coming year with enthusiasm and a high degree 
of optimism. 


Sincerely 



February 28, 1962. 


CONSOLIDATED BALANCE SHEET 

December 31, 1961 and 1960 


CURRENT ASSETS: 

I96t 

1 960 

Cash. 

$ 15 , 157,836 

$ 11,634,725 

United States and Canadian Government Securities, at 
approximate cost and market. 

17 , 187,403 

23,089,273 

Accounts Receivable, less allowance of $148,720 in 1961 and 
$138,514 in 1960 for doubtful accounts. 

11 , 818,875 

9,292,465 

Inventories at Lower of Cost (first-in; first-out) or Market . . 

24 , 344,562 

22,676,024 

Prepaid Advertising and Other Prepaid Expenses .... 

4 , 807,678 

5,212,607 

Total Current Assets. 

$ 73 , 316,354 

$ 71,905,094 

INVESTMENT IN 66% OWNED FOREIGN SUBSIDIARY NOT 



CONSOLIDATED, at cost . 

$ 2 , 553,060 

$ — 

PROPERTY, PLANT AND EQUIPMENT, at cost: 



Land. 

$ 1 , 183,320 

$ 1,078,789 

Buildings. 

27 , 632,645 

25,706,576 

Machinery and Equipment. 

74 , 694,734 

67,688,692 

Construction in Progress. 

7 , 419,758 

4,100,905 


$ 110 , 930,457 

$ 98,574,962 

Less Accumulated Depreciation. 

42 , 599,628 

38,027,261 


$ 68 , 330,829 

$ 60,547,701 

PATENTS, TRADE-MARKS AND GOODWILL 

1 

1 


$ 144 , 200,244 

$132,452,796 


NOTES to financial statements 1. All wholly-owned foreign subsidiaries are included in the consoli¬ 
dated financial statements. Their assets, liabilities and results of operations are included at approximate year-end exchange 
rates except that properties and depreciation are included at historical exchange rates. Adjustments resulting from transla¬ 
tion of foreign currencies into United States currency are reflected in income. The investment in the foreign subsidiary not 
consolidated, acquired in December 1961, is equal to its approximate quoted market value. The parent company’s equity 
in net assets of wholly-owned subsidiaries operating outside North America was $14,622,384 at December 31, 1961. 
Seventy-seven percent of the earnings of the wholly-owned foreign subsidiaries for the year were received in dividends 
by the parent company. 

2. Inventories at December 31, 1961 include $15,289,058 raw materials and supplies and $9,055,504 finished prod¬ 
ucts and materials in process compared with $14,662,645 and $8,013,379 at December 31, 1960. 

3. Each year the Company must set apart sufficient cash to purchase 3,750 shares of the preferred stock at prices 
varying from $101.50 in 1961 to $100 a share after 1975, or apply shares purchased as the equivalent of cash. In 1961, 
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RRENT LIABILITIES: 

1961 

1960 

Accounts Payable — trade. 

$ 9 , 573,362 

■ ■ 4 

$ 9,458,945 

Miscellaneous Accounts Payable and Accrued Expenses . . 

4 , 686,515 

4,216,238 

Taxes Other Than Income Taxes. 

1 , 586,061 

1,516,709 

Estimated United States and Foreign Taxes on Income . . . 

17 , 015,716 

16,172,151 

Total Current Liabilities. 

$ 32 , 861,654 

$ 31,364,043 

PITAL AND RETAINED EARNINGS: 

3 Vi% Cumulative Preferred Stock of $100 Par Value — 
Authorized and issued — 



130,513 shares in 1961 and 134,263 shares in 1960 .... 

$ 13 , 051,300 

$ 13,426,300 

Common Stock of $.50 Par Value — 



Authorized 9,000,000 shares; issued 8,933,580 shares in 1961 



and 8,905,805 shares in 1960 . 

4 , 466,790 

4,452,902 

Other Capital. 

3 , 874,814 

3,353,994 

Retained Earnings Used in the Business. 

91 , 400,631 

81,550,586 


$ 112 , 793,535 

$102,783,782 

Cost of Preferred Stock Held in Treasury — 17,133 shares 



in 1961 and 20,100 shares in 1960 . 

1 , 454,945 

1,695,029 


$ 111 , 338,590 

$101,088,753 


$ 144 , 200,244 

$132,452,796 


3,750 shares purchased in prior years were retired satisfying this requirement with $69,426 excess of par value over cost 
added to other capital. Preferred shares may be redeemed at prices varying from $102.50 in 1962 to $100 a share after 
1985. As long as preferred stock is outstanding no cash dividends may be declared which would reduce other capital and 
retained earnings below $10,000,000. 

Options to purchase shares of common stock at prices from $10.94 to $31.24 per share (85% of the market 
value at dates of grant) are held by officers and employees of the Company and its subsidiaries under the Stock Option 
Plan approved by stockholders in 1953, and are exercisable during a nine year period beginning one year from dates of 
grant. During 1961, options for 27,775 shares, at prices from $10.94 to $31.24, were exercised and the $451,394 excess of 
their market value at dates of grant over par value was added to other capital; options for 630 shares were cancelled. The 
excess of market value at dates of grant over the option price is being charged to income in equal annual instalments over 
a ten year period. At December 31, 1961, 58,220 shares were under option, options for 7,170 shares were exercisable and 
8,200 shares were available for future options. 





























Consolidated Statement of Income and Retained Earnings 

Kellogg Company, Battle Creek, Michigan 
And Subsidiary Companies 


Sales, Less Returns and Allowances 
Interest and Miscellaneous Income 


Costs and Expenses (including depreciation of $5,984,787 
for 1961 and $5,546,593 for 1960): 

Cost of goods sold. 

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. . . . 


Earnings before Taxes on Income. 

Estimated United States and Foreign Taxes on Income , . . 

Earnings for the Year. 

Cash Dividends Declared: 

On 3*/i % Cumulative Preferred Stock—$3.50 a share . . . . 

On Common Stock—$1.35 a share in 1961 and $1.25 a share 
in 1960 . 

Retained Earnings Used in the Business: 

At beginning of year. 

At end of year. 


1961 

1960 

$ 272 , 544,968 

1 , 117,645 

$256,172,714 

1,002,122 

$ 273 , 662,613 

$257,174,836 

$ 164 , 828,467 

63 , 047,107 

$153,867,544 

59,720,682 

$ 227 , 875,574 

$213,588,226 

$ 45 , 787,039 
23 , 500,000 

$ 43,586,610 
22,100,000 

$ 22 , 287,039 

$ 21,486,610 

( 398 , 486 ) 

(414,050) 

( 12 , 038 , 508 ) 

(11,119,634) 

81 , 550,586 

71,597,660 

$ 91 , 400,631 

$ 81,550,586 


see Nores to financial statcmcnts 


OPINION OF INDEPENDENT ACCOUNTANTS 


PRICE WATERHOUSE & CO. 

To the Stockholders of 
Kellogg Company 


BATTLE CREEK 
February 28, 1962 


In our opinion, the accompanying statements present fairly the consolidated financial position of Kellogg 
Company and its subsidiaries at December 31, 1961 and the results of their operations for the year, in conformity 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. Our 
examination of these statements was made in accordance with generally accepted auditing standards and accord¬ 
ingly included such tests of the accounting records and such other auditing procedures as we considered necessary 
in the circumstances. 

































Consolidated Financial Highlights 



1961 

1960 

1959 

1958 

1957 

Net Sales. 

$272,544,968 

$256,172,714 

$242,410,406 

$219,997,523 

$213,237,584 

% Increase over previous 






year. 

6 % 

6% 

10% 

3% 

6% 

Earnings Before Taxes . . . 

45,787,039 

43,586,610 

39,027,440 

37,693,489 

35,382,209 

U. S. and Foreign 






Income Taxes. 

23,500,000 

22,100,000 

19,700,000 

19,100,000 

18,300,000 

♦Per share of Common Stock . 

2.63 

2.48 

2.22 

2.15 

2.07 

Net Earnings After Taxes . 

22,287,039 

21,486,610 

19,327,440 

18,593,489 

17,082,209 

% Increase over previous 






year. 

4% 

11% 

4% 

9% 

13% 

*Per share of Common Stock . 

2.45 

2.37 

2.12 

2.04 

1.88 

Cash Dividends: 






On 314% Preferred Stock . . 

398,486 

414,050 

459,628 

463,887 

469,450 

On Common Stock . . . . 

12,038,508 

11,119,634 

9,770,859 

8,858,056 

7,736,570 

*Per share of Common Stock . 

1.35 

1.25 

1.10 

1.00 

.871/2 

Retained Earnings . . . . 

9,850,045 

9,952,926 

9,096,953 

9,271,546 

8,876,189 

Expenditures on Plant . . . 

14,577,374 

10,375,245 

9,406,719 

17,111,406 

6.863,750 

Depreciation and 






Amortization. 

5,984,787 

5,546,593 

5,130,052 

4,082,542 

3,478,380 

1 


Net Working Capital . . . 

40,454,700 

40,541,051 

35,671,615 

31.062,809 

34,498,174 

Current Ratio. 

2.2 to 1 

2.3 to 1 

2.3 to 1 

2.1 to 1 

2.2 to 1 

Common Stockholders’ 

Equity. 

99,742,235 

89,357,482 

79,123,817 

69,836,425 

60,106,419 

Number of Common 
Stockholders . 

8,147 

7,908 

8,128 

7,949 

7,739 


* Adjusted to give effect to 100% stock distribution in December, 1958. 






























“Good Morning”— 
in 12 different languages 


We’re not about to claim that Kellogg’s Corn Flakes make 
the world go round. But it’s no exaggeration to say they 
do make many people in this world go round feeling well- 
breakfasted ! 

Kellogg’s Corn Flakes are actually produced in 17 dif¬ 
ferent countries, where a total of 12 different languages are 
spoken. They help folks start the day in some 100 different 
countries. Hombres, femmes, and Kinder all over the 
world apparently like the things that happen to corn when 
it’s Kellogged into a flake! 
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CORN 

FLAKES 



CANADA 




CORN FLAKES 


They like the crisp feel of it in the mouth. Like the way 
the flavor comes out through the crunch. Like the way 
milk cozies up to it, the way fruit makes friends with it. 
Like the soothing effect it has on one’s appetite. 

Maybe your folks would like the likes of it tomorrow. 
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The best to you each morning 
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CORN FLAKES 
RICE KRISPIES 
SPECIAL K 
ALL-BRAN 
BRAN BUDS 
RAISIN BRAN 
BRAN FLAKES 
SHREDDED WHEAT 
PEP 

KRUMBLES 

OKs 

SUGAR FROSTED FLAKES 
SUGAR POPS 
SUGAR SMACKS 


“The Best to you each morning" 


SUGAR ALL-STARS 
COCOA KRISPIES 
VARIETY 
HANDI-PAK 
SNACK-PAK 
REQUEST PACK 
CONCENTRATE 
CORN FLAKE CRUMBS 
Gold Medal SPAGHETTI 
Gold Medal MACARONI 
GRO-PUP RIBBON 



CORN RICE WHEAT OATS 



GRO-PUP T-BONE 






